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SUB J : COFFEE - "OTROS SUAVES, S.A." AND SALVADORAN SITREP 

REF: (A) SAN SALVADOR 1904 (B) SAN JOSE 2595 

1. THE FOLLOWING SUMMARIES A JULY 12 DISCUSSION BETWEEN 
SALVADORAN COFFEE COMPANY (CSC) PRESIDENT JUAN ANTONIO TINOCO 
AND IMBOFF CONCERNING THE CURRENT COFFEE MARKET, PRICE DEFENSE 
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COFFEE SITUATION INCLUDING THE ICA NEGOTIATIONS. 

2. TINOCO SAID IT WILL TAKE SOME TIME YET FOR THE "OTHER MILDS" 
COFFEE MARKETING COMPANY, DECIDED UPON AT THE MAY MEETING AT 
PUNT ARENAS, TO BE FORMED DUE TO THE LEGAL WORK INVOLVED. 

BUT THE COMPANY IS OPERATING ON A "DE FACTO" BASIS USING 
FINANCING FROM PARTICIPATING "OTHER MILDS" MEMBERS, DIRECT 
FINANCING FROM COLOMBIA AND BRAZIL (AT VARIANCE WITH REFTEL B), 
AND FINANCING FROM "CAFE MUNDIAL", THE LATTER RECOGNIZING THE 
NECESSITY OF DEFENDING THE' OTHER MILDS" PRICE AS THE BASE 
PRICE FOR ALL COFFEE. THE DISCUSSION STRENGTHENED OUR GUESS 
(REFTEL A) THAT THE NOMINALLY NAMED "OTRAS SUAVES, S.A". WILL 

BE HEADQUARTERED IN SAN SALVADOR. 

3. THE CURRENT MARKET IS SEENBY TINOCO AS INFLUENCED BY U.S. 
INVENTORIES SOME 1.5 MILLION BAGS OVER NORMAL AND A EUROPE, WITH 
LOW INVENTORIES, HOLDING BACK ON PURCHASES IN THE THOUGHT THAT 
A U.S. DOCK STRIKE WOULD IMPROVE ITS PURCHASING 

POSITION (THEREFORE, SALES TO EUROPE SHOULD NOW PICK UP). THE 
"C CONTRACT," NEVER POPULAR WITH THE CSC, WAS FUTHER 
VILIFIED BY TINOCO. HE CLAIMED THAT THE "OTHER MILDS" PRICE 
INDICATOR HAS BEEN REFLECTING THE "C CONTRACT", NOT THE SPOT 
PRICES. HE ASKS HOW THE INDICATOR CAN REFLECT $2 MOVEMENTS IN A 
DAY, MOVEMENTS WHICH DO NOT USUALLY OCCUR IN THE SPOT MARKET. 

HE SAID THE BRAZILIAN SALES HAVE BEEN MODERATE AND THAT THE 
COLOMBIANS ARE UNHAPPY SELLING AT PRICES ACTUALLY (WITH REBATING 
ON THEIR LONG-TERM CONTRACTS) LOWER THAN THE "OTHER MILDS." 

4. CONCERNING THE RENEGOTIATION OF AN ICA, TINOCO 
CONTINUES TO VIEW BRAZIL AS THE CRITICAL COUNTRY. HE MAINTAINS 
THAT THE PRODUCERS ARE IN ACCORD FAVORING AFREE MARKET, BUT 
THEY ARE AT ODDS WITH EACH OTHER OVER THE VOTING STRENGTH 
AND QUOTAS WITH MOST DEMANDING THAT BRAZIL RELINQUISH ITS 
TRADITIONAL POWER POSITION. THE CSC POSITION APPEARS MORE 
INCLINED TO STAY WITHIN THE COFFEE CLUB, BUT ITS BASIC CONDITION 
OF A MINIMUM QUOTA OF 2.3 TO 2.5 MILLION BAGS REMAINS UNCHANGED. 

5. TINOCO BELIEVES THAT WITHIN THE "OTHER MILDS" EL SALVADOR, 

WITH SOME 500,000 BAGS ON HAND OF THE LAST CROP, HAS THE STRONGEST 
MARKET POSITION. THIS INVENTORY INCLUDES, HOWEVER, THE 10 
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PERCENT RETENTION WHICH HE SAYS WILL NOT BE SOLD UNTIL AFTER 
SEPTEMBER. WITH SALES TO DATE IN THIS COFFE YEAR OF SOME 1.9 
MILLION BAGS THE CSC IS STICKING TO ITS EARLIER PREDICTION OF 
SELLING ROUGHLY 2.2 MILLION BAGS OF 60 KILOS. THE AVERAGE SALES 
PRICE THIS COFFEE YEAR IS $71.00, ACCORDING TO TINOCO. THE GOES 
CUSTOMS FIGURES FOR THE FIRST QUARTER OF 1974 SHOW EXPORTS 
OF SOME 702,00 BAGS VALUED AT $59.5 MILLION, OF SOME $65 A CWT. 
SHIPPING PROBLEMS OCCURRED IN THE FIRST QUARTER BUT COFFEE IS 
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MOVING WELL NOW. THE 1973/74 CROP FIGURE IS STILL TENTATIVE 
(1.8-1. 9 MILLION EXPORTABLE), THE ROUGH GUESS FOR 1974/75 
BY TINOCO IS 2.4 MILLION EXPORTABLE. THE CENTRAL RESERVE BANKS'S 
ESTIMATE FOR COFFEE EXPORTS FOR 1974, USING AN ADMITTEDLY CONSERVATIVE 

$66 CWT AND 2.37 MILLION BAGS (60 K), IS $204.3 MILLION. THIS 
REASONABLE ESTIMATE WOULD PROVIDE A 24 PERCENT INCREASE OVER THE 
$165 MILLION IN COFFEE RECEIPTS IN 1973. 

CAMPBELL 
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